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Health Advocate: Getting Ready for April — Tax Filing Considerations for Limited Income People under the ACA NHeLP
Claiming PTCs and Reconciling APTCs

Under the ACA, individuals with annual income between 100% - 400% FPL (or lawfully present immigrants up to
400% FPL) may qualify for health insurance subsidies in the form of PTCs if they enroll in QHPs purchased
through the marketplaces.

Those who qualify can claim the credit at tax filing, or can take advance payments of the credit (APTCs) to help
defray QHP premiums. Everyone enrolled in marketplace coverage who receives APTCs must file federal income
taxes, even if their household income falls below the mandatory filing threshold.

The IRS has developed two new tax forms for claiming and reconciling APTCs — Form 1095-A and Form 8962.
The marketplaces issue Form 1095-A for everyone who purchases and enrolls in a QHP, just as an employer issues
a W-2 for each worker. The 1095-A lists the coverage household (everyone who was covered under the same health
plan), the total cost of the monthly premium, the cost of the Second Lowest Cost Silver Plan (SLCSP) used to
calculate the proper PTC amount, and the APTC amount actually paid for each month of 2014, if applicable.

Using the information provided on Form 1095-A, tax filers must complete Form 8962 to claim the PTC and
account for the amount of APTCs received — a process called reconciliation. Those who over-estimated their
projected income may be entitled to a higher PTC amount and may receive a refund. Those who under-estimated
their projected income may be required to repay excess APTCs received. In addition, people who did not take their
full credit amount in advance, failed to report a change in circumstance (such as a change in income or family size)
or who got married or divorced during the year need to account for, and reconcile, APTCs received.

Marketplace enrollees should check their Form 1095-A to make sure the information it contains is accurate and
teport etrors to the marketplace. The marketplace may issue a corrected Form 1095-A.

Note: Persons with marketplace subsidies cannot use the Form 1040EZ, and must file using either
the Form 1040 or Form 1040A. However, those enrolled in Medicaid or CHIP, who have
employer-sponsored or other qualified coverage, or who are exempt from the ISRP can continue
to use the Form 1040EZ if they choose.

Tax filers, advocates, and assisters should carefully review the Instructions for Form 8962, which include
wotksheets for calculating APTCs. The instructions also provide information on reducing the amount of excess
APTC that may need to be repaid, for example, by using alternative calculations for individuals who married
mid-year.

Conclusion

As a brand new process, this first ACA tax filing season will certainly have its challenges. As with the first open
enrollment, it will take all hands on deck to help troubleshoot problems, provide information and resources, and
help consumers understand when to seek help. Health advocates need not suddenly become tax experts. However,
developing a working understanding of the new ACA-related IRS forms and filings is essential for helping low-
income populations obtain health coverage and keep them enrolled.
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E The IRS details the various types of exemptions and ditects tax filers on where and how to claim the exemption in ;
, the [nstructions for Form 8965. Tax filers must claim exemptions for each household member for each month in B
i which they qualify. Tax filers should attach the completed Form 8965 to Form 1040 when they file their federal
income taxes. g
g If any member of the tax household was without MEC or an exemption for any month, the tax filer will be subject
: to the ISRP fee for those months.
: B
i . i
i Calculating the Fee .
g Instructions for IRS Form 8965 '
The Instructions for Fo.rm 8965 include R T i
a wotksheet for calculating the fee for H o o ot memiser 1 yout iax Pouschad ad it i 45 GVCIaGE Nar 8 SSRGS SXCGbon for 3y o g ‘
5 3 o " 2014, use the Shared Responsbiity Payment Werkshect. below. to figuse your shared responsibiity payment. You will enter the amount hiom
2 each md_mdual in the tax hOU.SChOId for fine 14 of the workshoet on Form 1040, fine 81: Form 10404, fine 357 or Form 104062, lin 11,
f_ cach mOﬂth Without hcalth insufaﬂce. Cmmmenmﬁijcct’nrf::pm,ﬁ(‘ ng.\_:hﬂm:nnwhchwumm&mmwdwowmmmwwm
'? Tax filers owe 1/12th of the annual fee R dari | Pob ; Mor | Apr | May | um 1l L Aug | Sep | Oc | Mov | Doo
£ amount for each month the members of
' their tax household do not have
: coverage and do not or qualify for an
;[ exemption. The fee in 2014 is the 1. Total number of X'sina manth. I $ or
5 more, erler S o e e
greaterof: 2 Total number of X's in a month for
individunls 18orover” ...
3. One-ha the number of X's in a month
3 for individuais under 18" 5
ﬁj e A flat dollar amount — $95 per 4. AddBnes2and 3foreachmonth ...
! adult annually (§7.92 per month) N e e, amoert
i and $4750 pCl' Chﬂd annuauy 6. Sum of the monthly amounts entered onfine 1 ... .. ... E———
E .. 7. Enter your housshoid income (see Household incom: ;,eafieﬂ A P e
& ($3.98 per month), limited to a & Enter your ke hreshold (see Fiing Thvesnolds For logt Peogie later) ...
. : 3 Subboctine8fromEne? ... ... e
i famﬂymaxlmum of $285, or 10, Muitiply ina 9By 1% 01} . ... ........ .o
%; e 1 percent of the household income "‘E?;fmﬂfzm s e e |
i , Al e skt ek e T ot e Y csasomn
E that is above the ta}f Ea— & 12. Oride e 116y 120 ... mw“m ........... Tr— e TR :
i threshold for the filing status. 13, MDY I8 6 by S204° - - oo e e e e e e e eans
E, 14. Enter the smaller of line 12 or ine 13 here and on Form 1040, fine 61 Fun'nT!HOA.ineZ}BorFenn
£ 1040EZ, line 11. This is your shared responsibiltypayment . ... . ........ cucineneonnannns
£ The 1 percent payment atnount I3 et toura: s et oo i et s e
{ cappcd at thC cost Of the nzmonal ;u:::‘::’s;mmdm 18 an March 1, 2017, and, therclore, is not considered age 13 for purpases of the shared responsibiiny :
; health plan available through the .
marketplace in 2014. For 2014, the annual national average premium for a bronze level health plan is $2,448 per ;
individual ($204 per month per individual), but $12,240 for a family with five or more members ($1,020 per month 3
for a family with five or more members). H
Tax filers must enter the fee amount on Line 61 of the revised Form 1040; Line 38 of the revised Form 1040A; and i
s Line 11 of the revised Form 1040EZ. !
. !
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] The fee size increases in coming years. For the 2015 tax year, the percentages and flat dollar amounts increase to 2
percent of household income, and the flat dollar amount increases to $325 per adult and $162.50 per child under 18. 3
{
g i
j;
é
i |
P ]
i g
February 2015 www.healthlaw.org 3




T VR TECEY i i A L L S AR R TR ey R e sl s B T G M

ARt ] P LW, A N T,

iRl 5 - e sithe

SO o Tl i

R R S AV S RS I

T

Health Advocate: Getting Ready for April — Tax Filing Considerations for Limited Income People under the ACA  NHeLP

Assistance for Low Income Taxpayers

e Volunteer Income Tax Assistance (VITA) and Tax Counseling for

the Elderly (TCE) programs assist low-income persons with tax
preparation.

Low-Income Taxpayer Clinics (LITCs) represent low-income
individuals in disputes with the Internal Revenue Service, including
audits, appeals, collection matters and federal tax litigation.
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